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  Cross-national comparisons of data on the number and composition of  providers should always be done warily, as�

official definitions of what constitutes a clinic or hospital often vary between countries. For example, in India, private hospitals
could include facilities of only 10 beds, whereas in Thailand, a minimum of 25 beds is required to be classified as a hospital. The
former definition would include a large number of individual provider clinics or "nursing homes" as they are called, although these
would be excluded from the latter definition.
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FIGURE 2.1: VARIATION IN ORGANIZATIONAL FORM AND CHARACTERISTICS OF PRIVATE HEALTH CAR& 
PROVIDERS WITH THREE ILLUSTRATING EXAMPLES 

SMALL SIZE LARGE SIZE 

LOW COMPLEXITY 
INDIVIDUAL PRACTllIONER 

Typical Profde: 

experience, working alone 
from roadside office 

CAPITAL INTENSITY 
LABOR INTENSITY 
TEcHNoLQGYINTENsITY 

~~ 

bw 

high 

bw 

moderate high 
high moderate 

bw I moderate high 

MANAGEMENT 

DEGREE INFLUENCED BY 
INSURANcE: EFFJXT ON 
DEMAND 

physician physician 

bw moderate 

physicians I 
administrators 

high 

AMBULATORY CARE 
INPATIENT CARE 
SPECIALIST CARE 

ECONOMIC ORIENTATION 

yes 
no 

no 

yes 
yes/no 

no/yes 

no / yes 

ye= 

yes 

Combination of 
commercial intent 

Generally 

rnd social altruism 
axnmercially 

minded 

Highly profit- 
orientated 

LEGAL STATUS Formal Formalized Legal commercial 
enlity 

THERAPEUTIC SYSTEM Ayutvedic tiodern Scientific Modern Scientific 

PRIVATE CLlNlC PRIVATE HOSPITAL 
HIGH COMPLEXITY 

together in purpose built 
premises, with paramed- 
ical and administrative 
staff, and attached dispea- 

150 bed facility, incorp- 
oraled as a company, 
providing a full range of 
specialist medical services, 
both inpatient and 
outpatient. 

INPUTS 

HEALTH 
INSURANCE 

DELNERED 
OUTPUTS 
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  This does not imply that the indigenous healer offering his services for free is a common phenomenon  in traditional;

societies,  as this would be wrong.  This notion of traditional societies having free health care is, as Van der Geest (1992) notes,
"usually the product of Western imagination."   He points out that the extent of monetary transactions in even rural African
societies is significant and also predates colonization.  As an example, he cites Hours (1987), who recorded the following
statements from patients of local healers in Cameroon:  " They like money too much" and "They are too thirsty for money."  Even
in premonetary societies, traditional healers were almost always paid for their services,  as Ofosu-Amaah (1989) notes:  "In the
African traditional system, every community and family understood the need to compensate the providers of health and other
services in some form."   Free health care may in fact conflict with tradition, and can be seen as essentially a concept associated
with modern health services provided by the public sector or NGOs.
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  The terms describing modern scientific medicine are not really interchangeable and so may be misleading at times.>

For example,  homeopathy,  which is Western  and cosmopolitan in origin, is not generally accepted as  scientific or of proven
efficaciousness. All of these terms are value-laden to some degree and none are entirely satisfactory either as description or
category.
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. FIGUiJ2-U~ SOME EXAMPLES ILLUSTRATING THE DNERSITY OF PRIVATE HEAIJTH 
RE PROVIDERS AND THEIR CHARACTERISTICS 
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I 
Traditional healer in rura 
Botswana, providing 
health care in addition tc 
other services. 

Retired physician 
providing part-time care 
on a free basis in his 
home village . 

A) NONCOMMERCIAL A) NON-COMMERCUU 

B) INFORMAL 8 B) FORMAL& 
INDIVIDUAL PART INDIVIDUAL PART- 
TIME TlME 

P/GO-run family 
Dlanning clinic in urban 
Kenya, supported by 
donations from parent 
organization. 

A) NOT-FOR-PROFlT 

S) L;;kWU&T 

NUMBER OF 
SERVICES 

C) SClENTfFlC 

I 
Shop owner in Sri Lank2 
selling several non- 
prescrr#icn drugs and. 
ayurvdti remenies 
alongside his normal lint 
of goods. 

A) FOR PROFtT A) FOFt PROFIT 

B) INFOFtMAL& 
FULLTlME B) FORMAL& LEGAL 

C) UNQUALIFIED 
TRADtTlONAL AND C) SCIENTIFIC 

1 SCIENTIFIC 

t LOW COMPLEXITY 

C) SCIENTIFIC 

NGO-tun hospital in aura 
India providing 
allopathic inpatient and 
outpatient services, 
utilizing modem 
diagnostic and 
therapeutic equipment. 

A) NOT-FOR-PROFR- 

B) FORMAL AND 
sTFtucTUFtED 

C) SCIENTIFIC 

I 
Formally trained Korean 
retail pharmacist 
dispensing a full range 
of pharmaceuticals and 
advice 

Traditional healer in 
Nigeria qoerating from 
urban dinic, presc&ing 
both traditional and 
modem drug 
preparations, and 
utilizing a variety of 
modem equipment 
including X-ray and 
ultrasound _ 

A) FOR PROFIT 

B) HIGHLY FORMAL 

C) MIXED TRADtTlONAl 
AND SClENTlFlC 

_ 

Joint American and 
&cally owned private 
tertiary hospital located 
in Southeast Asia, 
providing a full range of 
modern specialist 
treatments, both 
ambulatory and 
inpatient. 

A) FORPROFIT 

B) HIGHLY FORMAL & 
SPECIALIZED 

C) SCIENTIFIC 

_ HIGH COMPLEXITY -i 

Note: The above are schematic examples given for the purposes of illustration and are not necessarily meant to refer to 
factual providers. Each is catgoriied according to three dimensions of analysis: (A) ECONOMIC ORIENTATION; 

any particular 

ORGANlZATtONAL FORM; (C) THEFIAPEUTIC SYSTEM. 
(B) 
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TABLE 3.1: RePional Tv~oloev of Private Health Care Service8 

Varying mix of provision ranging from 
mostly private (Japan) to mostly public 
(UK, Scandinavia). Financing by social 
and public insurance; very limited 
private insurance (except in USA and 
Switzerland). Public expenditures as a 
share of total health expenditures 
generally high (70 - 95%) and rising. 

CURRENT MAJOR 
PATTERN 

OECD COUNTRIES 

HISTORICAL MEDICAL SOCIOECONOMIC POLICY DIFFERENCES 
BACKGROUND SYSTEMS ENVIRONMENT 

LATIN AMERICA 
Pluralistic mix of social insurance funds. 
oublic and private provision. Public and 
social insurance facilities predominate at 
hospital level and in rural areas. 
Insurance coverage varies, reaching 
100% in some richer countries (Brazil). 
Public funding under considerable 
3ressure during 1980s economic crisis. 
qecent expansion in private insurance in 
Jrban areas and in private tertiary 
‘acilities. 
Some experimentation with innovative 
iinancing mechanisms in some areas, 
including HMOs. 

CARRIBEAN 
3overnment services predominant, 
3specially at tertiary level. Private 
general practitioner services important 
or primary health care. Some private 
sractice by government hospital 
;pecialists. Financing usually out-of- 
mcket, but private insurance schemes 
developing. Social insurance introduced 
n Barbados, with incorporation of GPs 
nto public service. 

Modern personal health services started 
in mid-19th century, mostly by private 
initiative. Initial developments were 
generally ambulatory, with some state 
provision of hospital care. With 
industrialization and economic growth, 
gradual expansion and shift to hospitals. 
Comprehensive, mostly private 
infrastructure established by 1930s. 
Incremental development of third party 
payment systems - a mix of social 
insurance and public financing, with 
limited private insurance - achieving 
universal coverage by 1950s and 60s. * 

Modern health care 
dominant. Traditional 
medical systems of little 
importance. Alternative 
therapeutic systems exist 
in the private sector and 
are flourishing. Reflects a 
demand for more holistic 
and personal care. 

Historically treatment provided by 
traditional healers @randeros). 
Religious and voluntary organizations 
established hospitals in urban areas 
during colonial rule. Social insurance 
funds covering workers - started after 
1924 in all countries - typically built their 
own facilities. After Wll MOHs 
concentrated on PHC and serving 
remaining population, mostly rural. 
Parallel private sector, predominantly 
ambulatory and urban, always existed, 
with most physicians working in both 
sectors. Social insurance coverage 
gradually increasing, with the financing 
of private sector provision becoming 
more common. 

Formal sector dominant, 
with modern medical care 
available to most of 
population. Traditional 
medicine has always 
existed, derived from 
indigenous Indian cultures. 
Now declining and 
restricted to underprovided 
rural areas. Does not 
appear to receive much 
institutional financing. 

Hospital-based public services Significant systematized 
established during colonial rule, financed traditional medical systems, 
from general revenues and generally absent, with exception of 
free. MOHs active in public health indigenous forms in 
functions. Private services typically Hispaniola. Health care 
limited to ambulatory formal and informal predominantly modern, 
provision. Few attempts to introduce with some informal folk 
social insurance. practices in rural areas. 

High income market 
economies. Moderate 
growth. Industrialized and 
heavily urbanized. High 
level of human resources. 

Low to middle income 
economies. Mixed, mostly 
poor growth during 80s 
but better prospects in 
90s. Moderate 
industrialization. Mostly 
urbanized. Moderate level 
of human resources. 

Small, middle income 
economies, many 
microstates. Highly 
export and tourist 
dependent. Variable 
economic record, with 
some countries enjoying 
high and sustained 
growth. Some rural 
populations, but usually 
with access to urban 
facilities. High level of 
human resources. 

Historically the political and 
social pressures have been for 
the expansion of health care 
availability to the whole 
population by public intervention. 
Major concerns are cost control 
and equity, leading to greater 
state control and regulation, eg: 
global budgets. Government role 
in financing dominates, with 
experimentation with increased 
competition in provision and 
widespread private ownership. 

Early approaches reflect lberian 
traditions. Later emphasis on 
social insurance encouraged by 
IL0 advice. Social insurance 
agencies have usually acquired 
considerable autonomy from 
MOHs. This has limited the 
deepening of insurance coverage 
and caused inequity in access to 
medical facilities. Some concern 
about cost escalation in recent 
years, but this is limited. 

Traditionally governments have 
regarded medical care as a merit 
good, requiring state provision, 
especially in English speaking 
islands. In recent years 
economic difficulties has resulted 
in more interest in private sector 
activity and possible partial 
privatization. 



SUB-SAHARAN AFRICA 1 
Generally low level of government Publicly-provided modern health care Wide diversity of traditional Heterogeneous group of Initial policies following colonial 
health service provision. Rural areas services established during colonial rule, medical systems, but no economies but many low period have been to expand free 
particularly underprovided. NGO sector but restricted to urban and administrative major systematized and income. Poor growth with government services to whole 
makes a major contribution to health elites. NGOs, originally religious organized forms. declines and considerable population. In francophone 
services provision, 25 - 50% in many missions, important in extending Generally not recognized economic crisis in many Africa there has been more 
cases, and often better distributed to services to peripheral areas. Large or supported by countries. Little experiments with social 
underserved and rural areas. parts of the rural population remained governments, so almost industrialization. Mostly insurance, but this has been 
Traditional healers the major accessible dependent on traditional providers. exclusively in private rural populations, more as a benefit for important 
source of care for many rural Alternative insurance-based services sector. Widely available, dependent on subsistence groups. Government services 
populations. Formal private services established in some countries, often for and used in both rural and farming. Low level of now facing major resource 
generally small, and restricted to urban white settler populations. Resource urban areas. Modern human resources. constraints because of adverse 
areas. Little current expansion, because constraints have prevented significant health care often hospital macroeconomic conditions. 
of lack of demand. Formal sector of expansion in government services in based and not accessible Crisis is forcing consideration of 
workforce small, and insurance recent decades. to everyone. alternatives, but there are 
coverage very low. Shortages of difficulties with poor 
personnel in many countries. administrative infrastructure and 

human resources. 

MIDDLE EAST 
Public /private mix varies across Approach to health care provision Some traditional medical Range of low to middle Spectrum of policies. Private 
countries, and corresponds to attitudes generally reflects overall economic systems, but these are of income economies. practice is always permitted. 
to private sector activity in general. A strategies. Private provision has always declining importance. Varied economic Little active support of the private 
growing private ambulatory sector exists been significant, but several countries Modern heafth care is strategies: laissez-faire sector, with some just ignoring it. 
in all, but the extent of private hospital have attempted to expand free generally available. (Lebanon) to considerable Most countries have regulated 
provision varies from little (Tunisia) to government health services to whole 

‘, 
state control (Tunisia, prices and fee levels through 

extensive (Egypt). Private sector shows population (Tunisia), while others have Syria). Several facing administrative measures, but the 
considerable urban bias in all cases. predominantly relied on the private economic difficulties, and ability to control the sector via 

sector (Jordan). Liile experience with need for economic insurance does not exist. Public 
social insurance, except Lebanon and liberalization. Mixed intervention is usually limited to 
Jordan. Most have faced resource growth. Moderate direct provision, and widespread 
constraints, and private sector has industrialization. Semi- insurance coverage has not often 
generally filled gap. In recent years urbanized populations. been a policy goal. 
fiscal crisis has forced more attention to Moderate level of human 
private sector development. resources. 

SOUTH ASIA 
Rich diversity of providers. Significant A great diversity of providers has long Modern health care widely Low income economies. 
Dublic provision, especially in the existed. Colonial administrations available and predominant. Moderate economic 
hospital sector, but generally established basic health services, But several formal and growth. Small, but 
inadequate, particularly in rural areas. located predominantly in urban areas. established systems of growing industrial sector. 
Large, widespread private sector Governments have expanded these, but traditional medicine, : Mostly rural. Moderate 
consisting of formal and informal funding has generally been insufficient to including ayurveda, unani, : level of human resources., 
oroviders. Significant private hospital meet demand. Considerable freedom for etc. These are often and ample supply of 
Drovision in urban areas. Some work- private sector activity, and no shortage professionalized, receiving medical personnel. 
Dased social and private insurance, but of medical personnel. Formal private official support and 
*estricted to formal sector in cities, and sector services have continually provided on a highly 
overall coverage still low. expanded at both primary and tertiary organized basis. Other 

levels, and in urban and rural areas. systems also available, 
Likely overprovision of ambulatory care including homeopathy. 
and drugs for most of population, but 
with poor quality. 
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. FTGURF: 4.1. AN OIWWIFW OF THE MEDICAL CARE SECTOR 

Source: Feldstein (1993,38) 
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FIGURE 4.2: DETERMINANTS OF THE SUPPLY AND COMPOSITION OF 
PRIVATE HEALTH CARE PROVISION IN DEVELOPING COUNTRIES 

PUBLIC SECTOR PUBLIC SECTOR 

INTERVENTION INTERVENTION 

l Public provision 

l Public sector financing 

. - eg: user charges 

- eg: social insurance 

l Taxes and incenGves/subsidies 

. - eg: exemptions for insurance 

l Regulation and licensing 

eg: private insurance 

l Public information 

l Public provislon 

- competition 

l Regulation 

l Licensing 

l Taxes, subsidies and incentives 

- factor inputs 

- final services 

l Import policy 

l Social insurance 

DEMAND FACTORS 

l Income 
l Price response 

l insurance 
l Access 
l Education 
l Provider-induced demand 

l Demographic factors 

l Epidemiological factors 

User 

response 

I 
SUPPLY FACTORS 

l Financing system 
l Organizational characteristics 

. of private provision 
l Price and supply of labor 

l Price and supply o f capital 
l Price and supply of physical 

inputs 
l Price and supply of technology 

Note that indirect public sector interventions are also important, but are not represented in this figure. They include such interventions 
as provision of primary schooling, construction of roads and communications, development of capital markets, etc. These acr 
predominantly via the demand side. 
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Summar y

� Real per capita income is the ma jor determinant of total national health care
expenditures.

� National health expenditures are generall y income elastic.
� At an y given income level, increases in public health expenditures will be associated

with some tendenc y for reduced private spendin g, and vice versa. 
� The link between income and demand for private provision is complex and heavil y

influenced b y the or ganization of health care financin g.
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FTGURE 4.3: HEALTH CARE EXPENDITURES AND GNP (TN L()GARITI-IhlIS) 

Source: Gcrller and van der Gaag (1990) 

5- 

3- 

l- I I I 
5.5 6.5 7.5 8.5 

crw per capita 

FIGURE 4.4: HEALTH EXPENDITURE BY SOURCE AS A PERCENTAGE OF GNP TN SELECTED 
COUNTRIES. MOST RECENT YEAR, 

Source: Grijjfin (1992,52) 

Low income 

Bhutan 

Nepal 

Bangladesh 

Myanmar 

India 

China 

Sri Lanka 

Indonesia 

Lower middle income 

Philippines 

Papua New Guinea 

Thailand 

Upper middle income 

Malaysia 

Korea 

0 1 2 3 4 5 6 

Percentage of GNP 

Government Insurance @I Private 

Nofe:The countries are arranged in order of increasing inccme per capita, with each group of countries 
representing about double the GNP per capita of the middle country of the group above it. 
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Summar y

� The demand for medical care at the individual level is income elastic.
� The choice of private over public medical care is positivel y linked to income in man y

countries for which empirical data is available.
� More unequal income distribution ma y be associated with hi gher expenditures on

private services.
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Summar y

� Demand for medical care responds to price differences, includin g both direct and
indirect prices.  Price elasticities are greater at lower incomes.

� Private provision will be greater, ceteris paribus ,   where the ratio of public to
private prices is hi gher (i.e., public sector prices are hi gher relative to private
prices), with price includin g both monetar y and non-monetar y costs.

� Increases in the price of publicl y-provided care will increase the demand for
private services, althou gh it will also reduce overall demand.

� Private providers ma y be more likel y to price discriminate, enhancin g demand
for their services.
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Summar y

� In determinin g demand, user-perceived or consumer-related aspects of qualit y
are more important than technical qualit y.

� Perceived qualit y differentials influence the choice between public and private
providers. The y are important in sustainin g more expensive private services.

� Private providers have greater incentives and abilit y than public ones to provide
higher qualit y services, in terms of patient-perceived qualit y.

� Technical qualit y differences between public and private providers are poorl y
understood. Private providers face incentives to provide both hi gher and lower
technical qualit y services.

C������
 ���������
 ���
 ������
 ��
 ������
 ����
 ���������
 
 C������
������������
�������
������
���
�������
��������
���� 
�����
����	
����	
�/��� 
�������
������
���
���
��	���
/������
�������

8����
������
������
���
	��������
���������
��
��
��
�����
/������ 
���
���
��
�
!��
������




A�

��������	
���
��������
��
�
�������
����� 
����
����	�
������
������
���
����
����
��������
���
�����
������

$�
�
���������
��
�����	���
�������
+��������
��������������
��

���
+��������
�����������
��������

8�
�����
����������
����
��
�
���
������
����
��
���
	������
������
��
���
������
���
�������
������
�����

2����
���
����������
��
/������
�������
����
�����
���
����
��
���������
/������
F�����
���
��
���
���
��
����� 
���
���
�����
����
���
������
���0�/������
��
��!�
��
��������
#��	����G
�
����
�
�����
�������
�����������

$�
�����
��
�����
����
���
�����
��
/������
��
���������	
��������
����
������
��
���������
�����
��
/������ 
���
����
���
����
������������
��������
���
����������
��
�������
���������
/�������

C����������
���
�����	������
�������
��
�����������
���
���	��
����
���
�������
��������
��	��
��
���������
�
����	
��
��	���
/�������
+���
��
����
������
������
��
��������
�������� 
���
�
���
��
��
��������	������
����
 �����������
 ���	�����
 F��	� 
 5��� 
 ���������G
 ���
 ��������
F��#������G 
��
���
��
��
��������
����
��
���������

2����
���
������
��
���
������
��
���
�������E��������
����������� 
�����
�������
������������
���!
 ��
 �
��������
����������
 ���
����
���
�������������� 
��
�������
����	
 �������
 ���
 ����������
 ���!
 ����
 �������
 ����
 ����
 �������	����
������

$�
������� 
��
������
������
���
��������
��
����
���
����	�
����
���
��
 ���
 ���
 �������
 ���
 ��
 ��
 ���
 ���
 ��
 ��
 ��E�������
 ���E����
 ����	� 
������
����
��
�����
��
��
�������


(������
�����
����
����
����
������
�����
�������0�������
�����
��
/������
���
����������

$�
�
����
	����
����
��
����������������
��
������
������
����
���������
��
(�	���� 

,����
F���BG
�����
����
<���� 
����
���
�������	<
������
��
������
������
�������� 
�
����
�
������� 
����
��#��
�����

$�
�������
�������
����
+��
1��!� 
&�������
��
���
F����G
�����
����
��
���
�������
����
����� 
���
���
���������
�����
���
������	
�
�������
������
����
���
���	
����
��
������
��������� 
��������
��
������
���������
��
���� 
�������
��
�����
��
������� 
���
�����E����
�����������

:�����
�������
 �����
 ��
 ����
 ���������
 ���
 ���������	
 ��������
 ����
 �����
�		����
����
���
�������
�����
�������
�
����
��������
������
����
���
������
�����
F6������ 
���� 
��G�

,�
���
�������
�����
��
+��
1��!� 
�������
�����
�����
����
���
�����������	
��#�����
��
���������
������	
�������
����
�����
�����
��
������
/������
�������
���
�����	
���� 
�
����
�
��
����
����������� 
������ 
���
�������
���������
F*�����04���� 
����G�

$�
 ���
 ���
 ��
 ����
 ����
 �������E
 ��
 ������0��������
 �����
 ��
/������ 
 �������
 ��������
 ����
 ����
 ��
 ��
 ��
 ��	���
 /������
 ����
 ������
���������
 
 ������
 ������
 ����
 ����
 �������
 �����
 ���������
 ��
 ���	��
��������� 
 ��	��
 ������	
 �������� 
 �����������
 ���E���
 ���������
�������� 
���
�������
���������
����
���
�����
���������

������� 
�������
��
��
���!��
��������
����
���
��
�����
����
���
������
������

*�����
������
����
������
��
(�������
4�����
����
���������
��
���������
<��������
���!��<
��
�����
���0�������
���������
����
���
������
�����
F+������
���
���
 2���� 
 ���;G�
 
 6�
 ��������	
 �������
 ����������
 ���
 ���
�������E���������
 /������ 
 ����
 ���
 ����
 ��
 ������
 ������
 ���
 �������
������
��
���
���	���



A;

"��
��������
���������
/������
��
������
����
�������
��������
������
�
 �	��������
 /������
 ���
 ��������
 
 2������
 ����
 �����
 ���
 /������
 ��
�����
�������
��
,�����
��
��
	���
F:�	��
���
+������ 
����G 
���
���
���
����
����
��
��
����
���
����������
����������
���
���������
��
������
��
����
��
����	���
��	����������

+�������
��
�����
�������
��������
���
��
���������
 �����
 
 -���!��
 F�����
 ���
 �����G 
 ��
 ��
 ����
 ��
 �������
������������
��
���
���
����
��
6����� 
������
����
���������
��������
����
 ������
 ��
 ����������
 ���
 ������
 ����
 �������
 ��������� 
������������� 
 ���
 ���
 ������
 
 $�
 �
 ���������
 ����
 ��
 �����
 ���
 6��!��
F����G
��
�������
���
������
����������
���������
��
���
���������� 
�
�����
�������
����	�� 
����
�������
/������
����	
������
��
���
������
������
��
���
 ������
 ���
 ��
 ���
 �������
 ������
 ��
 ������
 
 8����
 ���
 �������
��������
���
����
����
��������
���
��������
���������
��
�������
���������
/������ 
�����
���
����
�������
����������

$�
���
���
��
��������
��
�������	
���������
/������ 
���
���
���
���
�	����������
������
�������H
���������� 
��������
���
����
��
���������
��
�������
��
��������
/�������

"�
�������
����������
������ 
��
�
���
�����
��
��������
����
��
����
���
���
�������
���
������
��������
���
���
���
���
���
����� 
���
���
����
 ���
 �������
 ��
 ���������
 ����
 ���
 �����
 �
 ����
 ������
 ��
 �������
����	����
 F6�����
 ��
 ��� 
 ����G�
 8���
 ���!��	
 �
 �
 �������
 ���������� 
 �
��������
��������
��������
��
��
���������
��
�������
������
/������
�����
��
��
��
���
���
�������	�
���
����������
��
�
����������
��
��������
������	
�������
��
����
���������
��
������
������
�����

(��
����
�
/������
���������
��
����������	
���
������
��
��������J
�������
���
������
��
��
������	
��
���
���
��	���
/������
������
F4���
���
 %���� 
 ���>G�
 
 6�����H
 F����G
 ����
 �
 ���
 �		�����
 ����
 /������
����������
����
�������
����������
��
���������
��������	������
	�����

,
����
��
���
8����
6��!
��
(�	����
����
�
����
�������
��
�������
���
������
��
������
��
����	�
��
/������
��
������
���
�������
������
���������
F9�����
��
��� 
����G�

$�
���
�
������
��������
����
�
��������
�����
��
������
���
�������
������
���������
��
2	��
+�����

"��
������
��
�����
���
/������
����	�
����
�������� 
���
����	�
��
�����������
���������

$�
��
���������
����
�����������
��
/������
�����
�����
��
�	��������
�������
��
����������� 
���
����
�������
�����
��
������	
��
���
��������
�����
��
�������

$�
���� 
/������
�����������
�����
����
�
����
�	��������
������
����
 �������	
 �����
 ��
 �����
 
 "���
 ������
 ����
 ����
 ���!��
 ���
 ������
��������� 
���������
��
���
���
��
��������
���	
������������ 
���
�����
����
����������
���
����
����
���0���� 
���
���
����
�������
������
�����
"��
���������
�	���
���
����������
����
/������
����
��
�������	
�������
������
����
���������
����	���
����
��
�����E����
������
����



A>

4���4 �!'8/')# !&+	9#71�&$	1�*)#&!'1'

Summar y

� Insurance will increase demand for most reimbursable items of care.  If private
providers are covered, this will generall y encoura ge their expansion.

� The expansion of private insurance has historicall y followed that of private
services. 

� The potential for private insurance to substantiall y increase the level of private
provision is limited in poorer countries.  However, it can have lar ge effects in
specific areas (e. g., in cities) and can enhance the effects over time of income
growth on private provision.

� Social insurance offers greater opportunities to achieve wider covera ge, and
thus can si gnificantl y increase the demand for private services, if the y are
included in benefits.
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Summar y

� A si gnificant component of demand for private medical services ma y be induced
demand created b y providers.  

� The impact of this on private health sector provision depends on the structure
of the medical referral s ystem.
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Summar y

� Sociocultural factors can influence the demand for private services.
� Increased levels of education are associated with increased demand for hi gher

qualit y medical care and for more modern treatments.  This ma y increase
demand for private services.

� Previous exposure to and familiarit y with modern medical services ma y lead to
a greater and more differentiated demand for medical services.  Over time this
may lead to an increased demand for private medical services.
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Summar y

� The suppl y of specialized labor inputs is a ma jor determinant of the development of
private health care provision.

� Labor suppl y to the private health sector in developin g countries will reflect the
effects of education and trainin g, immi gration and emi gration, competition with the
public sector, and other non-economic factors.

� Emplo yment policies in the public sector ma y be important in increasin g the suppl y
of labor to the private sector, both full– and part-time.

� A much better understandin g of the incentives and constraints facin g labor in the
private health sector and the response of labor is needed to develop effective
policies.
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Summar y

� The role of capital as an input for the health care sector has increased over time.
� Capital can be an important determinant of the suppl y of private medical

services.  Its importance is greater at hi gher levels of or ganizational complexit y.
� The suppl y of capital ma y be sub ject to greater constraints in developin g

countries.
� The suppl y of capital and the incentive effects on providers can be si gnificantl y

influenced b y government polic y. 
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Summar y

� Technolo gy does not appear to be an important determinant of the suppl y of
private health care provision, althou gh it is an important determinant of costs
and hence private expenditures.

� The availabilit y of technolo gy in the private medical sector reflects its rate of
diffusion in the sector, and this is a function of medical education, the level of
economic resources and the nature of incentives for private providers.
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Summar y

� Insurance can have ma jor lon g–run effects on the suppl y, composition, and costs
of private health care provision.

� Insurance can si gnificantl y effect the balance amon g different t ypes of providers,
and thus alter the or ganizational pattern of the private health care sector.

� Insurance can be a ma jor determinant of investment in new technolo gy and
equipment b y the private sector.

� Much better understandin g is needed of the nature of provider response to the
different incentives and constraints resultin g from insurance practices.
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  The data discussed and used in this section are drawn from a number of different sources,  with estimations madeA

where necessary.  Because of differing definitions, samples and time periods used by each source,  different measures may not
always be strictly comparable.  However, an effort has been made to use data from the late 1980s, and to standardize according
to estimated population numbers when possible.  
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TABLE 6.1: India - measures of activity in the m-ivate health sector bv state 

OUTPATIENT HOSPITALIZATION IN EXPENDITURE ON PRIVATE 
TREATMENTS TAKEN PRIVATE HOSPITALS INPATIENT TREATMENT 
IN PRIVATE SECTOR 

% of total Cases per 1000 capita per annum Rs. per capita per annum 

lURAL IURBAN RURAL ~URBA~U' ITOTAL RURAL IURBAN ITOTAL 

25.02 9.68 21.44 13.16 5.96 11.41 
1.37 1.49 1.38 0.59 2.54 0.7! 
3.92 0.09 3.44 2.89 0.06 2.5: 

81.08 
46.99 
83.16 

1 44.48 
67.58 8.10 4.23 6.90 6.28 5.4 1 6.0 
83.10 10.01 8.38 9.66 11.55 8.31 10.8~ 
39.33 2.31 4.24 2.45 2.17 1.39 2.1 
41.21 0.72 0.40 0.65 0.64 0.79 0.61 
64.54 8.80 7.23 8.35 9.87 9.11 9.61 
65.86 41.80 16.30 37.02 18.16 9.63 16.5t 
69.11 2.42 0.67 2.06 . 1.81 0.42 1.5: 
74.11 4.77 3.04 4.16 4.60 6.27 5.11 
48.02 1.61 1.90 1.65 0.88 1.30 0.9: 
87.46 25.52 13.00 22.0: 33.10 20.82 29.7( 
44.56 3.04 0.70 2.55 1.85 0.36 1.5: 
63.81 13.23 0.61 9.07 9.64 0.70 6.7( 

6.15 2.20 5.44 6.40 2.59 5.7: 
80.55 0.66 2.55 1.16 0.79 5.98 2.1: 

79.45 
70.40 
82.37 
47.28 
84.14 
83.00 
52.29 
52.96 
70.06 
64.31 
69.59 
75.85 
53.55 
89.85 
42.79 
67.43 
84.07 
79.16 

89.05 76.1 
66.04 60.62 
15.38 7.21 
29.78 38.56 
57.00 73.98 
14.54 27.78 
43.02 30.98 

74.8 74.5 8.82 4.53 7.81 6.92 5.84 6.67 

I. 

Source: Government ot India (1989), Bhat (1991b), CBHI, plus own estimates. Note that data is not available tor all states. 

17.9 

10.5 
109.2 
68.9 
19.1 
9.8 
1.9 

18.7 
160.3 

49.7 38.55 
3.8 8.73 

25.7 22.05 
5.3 10.04 

18.3 20.74 
10.3 25.44 
10.2 12.09 

4.4 
38.6 
62.8 
22.4 

30.5 
21.65 
30.19 
40.71 
52.72 
37.29 
10.94 
1.84 

22.65 
60.15 

0 
20.56 

5.260 
29.83 
33.15 
6.15 

0 

65.22 37.98 
7.56 79.88 

27.01 44.69 
17.70 61.71 
42.80 59.21 
31.95 55.31 

8.89 77.13 
2.60 93.23 

32.94 48.51 
53.40 54.77 
14.80 76.01 
53.38 45.74 

6.36 78.94 
47.14 48.37 
13.16 84.98 
39.11 57.74 
27.26 57.97 

1.43 72.64 

8.79 92.89 
18.84 70.1 s 
30.0 1 70.29 
17.72 91.66 
17.58 51.68 
0.85 91.39 

15.56 85.68 
0.00 91.75 

31.99 59.5 1 



TABLE 6.2: . . . . Indian States ranked accordmE to measures of pnvate sector activity 

; 
3 

; 
6 

: 
9 
10 

::. 
13 
14 
15 
16 
17 

PUN 
BIH 
HAR 
AP 
WB 
MAH 
MP 
GUJ 
KER 
KAR 
TN 
ORI 
ASS 
RAJ 
JK 
HP 

PUN 
GUJ 
UP 
HAR 
BIH 
AP 
WB 
MAH 
ASS 
KAR 
MP 
TN 
KER 
ORI 
JK 
HP 
RAJ 

KER KER 
PUN PUN 
AP AP 
TN HAR 
HAR KAR 
KAR HP 
GUJ GUJ 
UP MAH 
MAH WB 
BIH UP 
RAJ ORI 
MP ASS 
HP RAJ 
ORI MP 
ASS TN 
JK JK 

KER 
PUN 
AP 
HAR 
TN 
KAR 
GUJ 
UP 
MAH 
BIH 
RAJ 
HP 
MP 
ORI 
ASS 
WB 
JK 

AP 
PUN 
KER 
HAR 
KAR 
TN 
UP 
GUJ 
MAH 
BIH 
HP 
RAJ 
MP 
ORI 

v\rB 
JK 
ASS BIH 

PUN PUN 
KER KER 
KAR HAR 
HAR KAR 
MAH TN 
WB GUJ 
AP UP 
GUJ MAH 
UP BIH 
ASS WB 
HP HP 
ORI RAJ 
JK MP 
TN ORI 
MP ASS 
RAJ JK 
BIH AP 

RANKING OUTPATIENT HOSPITALIZATION IN EXPENDITURE ON PRIVATE PRIVATE HOSPITAL PERCENTAGE 
TREATMENTS TAKEN PRIVATE HOSPITALS INPATIENT TREATMENT BEDS PRIVATE INPATIENT 
IN PRIVATE SECTOR TREATMENT 

RURAL 1 URBAN RURAL IURBAN ITOTAL RURAL 1 URBAN ITOTAL RURAL 1 URBAN RURAL 1 URBAN 

KER 
GUJ 
MAH 
PUN 
HAR 
KAR 
TN 
AP 
BIH 
UP 
WB 
HP 
RAJ 
ORI 
JK 

KER AP JK 
GUJ KER RAJ 
MAH MAH ASS 
HAR PUN ORI 
AP GUJ HP 
BIH TN MP 
UP KAR WB 
KAR HAR GUJ 
PUN UP UP 
ASS BIH TN 
TN MP HAR 
WB RAJ KER 
HP HP KAR 
RAJ ASS PUN 
ORI ORI MAH 
JK JK BIH 

IWB IWB AP 

ources as in previous table. Note that only selected States are ranked. The following abbreviations are used: AP - Andhra Pradesh; ASS - Assam; BIH - Bihar; CHA - 
‘handigarh; DEL - Delhi; GOA - Goa, Daman, & Diu; GUJ - Gujarat; HAR - Haryana; HP - Himachal Pradesh; JK - Jammu & Kashmir; KAR - Karnataka; KER - 
rerala; MP - Madhya Pradesh; MAH - Maharashtra; MAN - Manipur; MEG - Meghalaya; MIZ - Mizoram; ORI - Orissa; PON - Pondicherry; PUN - Punjab; RAJ - 
‘ajasthan; TN - Tamil Nadu; UP - Uttar Pradesh; WB - West Bengal. 
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TABLE 6.3:  Some Indian States, Grouped Accordin g to the Level of Private Health Care
Activity

LOW INTERMEDIATE HIGH

Assam Karnataka Andhra Pradesh
Bihar Madhya Pradesh Gujarat

Himachal Pradesh Maharashtra Haryana
Jammu & Kashmir Tamil Nadu Kerala

Orissa Uttar Pradesh Punjab
Rajasthan

West Bengal

Note: Only those states for which there were relatively complete data sets have been included.
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TABLE 6.4:  Variation in Private Hospital Bed Numbers Across Selected Indian States—Results of
Multivariate Anal ysis

Variable Private Hospital Beds
(per capita)

�  -84.19 *
(16.947)

Per Capita Income
(rupees per annum)

0.005
(0.006)

Literac y
(% of adult population)

3.988 *
(0.538)

Formal Sector
(% of population in formal employment)

-17.506 *
(7.214)

Public Expenditure on Health
(rupees per capita per annum)

0.316
(0.114)

Public Hospital Beds -0.316
(0.072)

R 0.9032

(20.52)

Note:  For each of the independent variables, the estimated beta coefficient in the regression equation is given,
with the standard error listed underneath.  An asterisk (*) marks those variables which are significant at the 5% 
level(2-tailed).  The total number of states included in the analysis, N,  was 17.
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Table B–1:
Republic of South Africa GDP per Capita
in Constant 1985 Rands

Year Rand

1977 3798

1978 3818

1979 388

1980 4195

1981 4194

1982 4087

1983 3924

1984 4036

1985 3900

1986 3815

1987 3809

1988 3878

1989 3872

Estimated from data in IMF (1991)
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Table B–2:  Growth in Private Insurance Covera ge in South Africa

1975 1980 1985

% Whites Covered 74.8 79.1 86.8

% Blacks Covered 2.6 4.6 7.6

% Total Population Covered 14.7 15.9 19.2

Taken from Naylor (1988)
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TABLE C–1:  Health Expenditures in Chile, 1969–80 (millions of 1980 pesos) 

YEAR TOTAL PRIVATE PUBLIC % PRIVATE

1969 26,708 14,089 12,619 53

1970 27,625 13,557 14,068 49

1971 21,666 11,134 10,532 51

1972 22,520 12,995 9,525 58

1973 23,019 14,210 8,809 62

1974 27,141 16,337 10,804 60

1975 29,161 18,344 10,817 63

1976 29,654 18,036 10,618 64

1977 31,709 20,945 10,764 66

Source:  Scarpaci (1985)

� !*�	�!00� �&$!#('

8������	
���
��
��
�������
���
���
������
��
���������
��������
���
����
 +(++
 ���
 32(,+,
 ������������ 
 ��
 ������ 
 �����
 ��
 ������
 ���
 �����
������������
�������
������
���
�������
��������
����
���
���������
��
���
��������

������� 
���
������
��
���
��
�������
��
���
���
��
���
������
+(++
������ 
�
���
����������
���
��������
��
���	
�������
��������
��
����
����
	����
	����
�����
������
������

$�
�������� 
��������
/�����	
��
������
������ 
�
��������
��
+�������
F���=G 
�����
���
����
����������
��
�������
��
��������
�����
��
�����



��

65#(!$7	�!00� �&$!#('

"��
�����
��������
��
���
�����
�����
�����
����
���
���
������
��
�������	
���
�������
�����
��
/������
��
������
�������

$�
���
���	��
��� 
���������
��
�������
������	 
��������
������ 
���� 
�����
���
��
��������
��
����
���
������
�������

�#>% 	&95$'

*��������
��
���
����
�����
��
��	�
F�����	�
������
���
���
+(++
��
��?=
����������
����
=A�A
���
����
��
����
��
��?�
��
����
����G
���
���
���
��
���
������
�����
���!�����
�����
����
�������	��
�
����
��
������
��������
��
���
�������
������

$�
���
���
��
�������� 
����������
��
���
��	��
��
�������
��������
��
������
�������
�����
���
����
�������
�����
���������
������	
��������
��
���
������
������

����������� 
��
���
����
��
�����
	��������	
������
���
����
�����
��
���
������
����� 
���
���
��
�������
��
�����
;=
���
����
��
���;
F"����
&E;G�

Table C–2:  Chilean Medical School Graduates and Positions Reserved for them b y SNSS

Number of Graduates Number of Positions Percenta ge (%)
Reserved

Year (A) (B) (B/A)

1977 528 379 71.7

1978 617 321 52.0

1979 676 319 47.2

1980 640 326 50.9

1981 596 153 25.6

1982 662 160 24.1

Source:  Based on Colegio Médico de Chile (1984), cited in Scarpaci (1988)
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Table D–1: Total Health Expenditures, 1920–1938

Year Total Expenditures Private/Public Mix

% of GNP % Private % Public

1920 1.74 54 46

1921 2.24 49 51

1922 2.51 49 51

1923 2.45 50 50

1924 2.44 49 51

1925 2.46 48 52

1926 2.69 46 54

1927 2.60 44 56

1928 2.66 45 55

1929 2.68 44 56

1930 2.89 43 57

1931 3.21 43 57

1932 3.35 44 56

1933 3.28 45 55

1934 3.18 45 55

1935 3.14 45 55

1936 3.15 45 55

1937 3.20 44 56

1938 3.29 43 57

Source: Gray (1991)
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TABLE D–2:  UK Private Health Insurance Covera ge (BUPA, PPP and WPA onl y)

YEAR SUBSCRIBERS PERSONS INSURED

('000) ('000)

1955 274 585

1960 467 995

1965 680 1,445

1970 930 1,982

1975 1,087 2,315

1980 1,635 3,601

1991 3,200 6,500

Source:  Grant (1985) and Pike (1992)
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TABLE D–3:  Percenta ge of Private Acute Hospitals' Accounts Settled b y Patients and Insurance
Companies

1975 1980 1982 1984

PATIENTS 40 32 28 25

INSURANCE 60 68 72 75

Source:  Grant (1985, 65)
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TABLE D–4:  NHS Pa ybeds and Acute Care Beds in Private Hospitals

Year NHS Paybeds Private Beds

1974 5,334 NA 

1975 4,845 NA 

1976 4,822 NA 

1977 3,859 NA 

1978 3,978 4,000 

1979 4,073 4,295 

1980 3,450 5,000 

1981 2,968 5,302 

1982 3,222 6,100 

1983 3,293 6,913 

1984 NA 8,643

Source:  Grant (1985)
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